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TO OUR SHAREHOLDERS 


The year 1975 is a reflection on how long-range 
planning is improving the Company's 
performance. Early recognition of merchandis¬ 
ing opportunities and prompt response to them 
by innovative advertising and presentation to 
heighten the fashion atmosphere has made 
the difference in 1975, and will continue to do 
so, we believe, in the years to follow. 

The Company in the year 1975 showed a 
steady improvement in each of the first three 
quarters of the year, and in the all-important 
4th quarter doubled its earnings to $1,558,000 
or 52 cents a share from $761,000 or 26 cents 
a share a year earlier. 

For the 53-week fiscal year ended January 
31,1976, net income reached $1,695,000 or 
56 cents a share compared with $236,000, 
or 8 cents a share in the previous 52-week 
fiscal year ended January 25,1975. Sales rose 
to a record high of $269,723,000 in the year 
1975, an increase of 2% from the previous 
year’s sales of $264,432,000. Fourth quarter 
sales were $95,110,000 as compared with 
$91,408,000 a year earlier. 

Although the demand for furniture and 
appliances, representing a significant portion 
of the Company’s business continued to taper 
off, total sales rose. Fashion wearing apparel, 
accessories and footwear, and the intensifica¬ 
tion of our merchandising efforts in these areas 
achieved appreciable increases in sales volume. 

Earnings were aided by better balanced 
inventories which at year-end were lower by 
$1,569,000 or 4.3% than inventories the same 
time last year. 


Even in the face of strong inflationary 
pressures expenses were well controlled, and 
as a percentage of sales were lower than in 
the previous year. 

In keeping with our conservative account¬ 
ing policies and financial posture, the Company 
reduced its level of outstanding customer 
receivables and thereby significantly reduced 
its short-term bank borrowings. Bank lines 
were expanded. No additional long term debt 
is in prospect. 

Management additions were made in 1975 
to further strengthen our merchandising 
divisional teams, insuring increasing effort to 
recognize merchandise trends early, and to act 
promptly on the recognition. 

The Company during 1975 renovated its 
store at 91st & Commercial Avenue in Chicago, 
and its store in the Elmwood Plaza Shopping 
Center in Racine, Wisconsin. As a continuation 
of its programs to update all of its stores, both 
in the city and in outlying suburban areas, 
work will start shortly on its store in the 
Fairplain Plaza Shopping Center in Benton 
Harbor, Michigan. In addition, the Company 
has also remodeled, rearranged and refixtured 
many departments in other stores to meet 
future fashion demand. The accent on fashion 
will continue to play a significant role in our 
future profitability and growth. 



Probably the most important thing done 
during the year, and not reflected on the 
financial reports, was the development of 
forward planning of both the Company’s 
financial resources and its family of employees 
in areas where the most profitability is expected 
to result. 

I wish to thank our shareholders for their 
continued confidence, our suppliers for their 
valuable cooperation, our customers for their 
support, and our employees for their whole¬ 
hearted loyalty and assistance. 

Respectfully submitted, 

Louis Goldblatt 

President and Chief Executive Officer 
April 13, 1976 
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MANAGEMENT DISCUSSION AND ANALYSIS OF SUMMARY OF OPERATIONS 


SUMMARY OF OPERATIONS: 


Fiscal Year Ended January 31,1976 

Net sales for the 53-week fiscal year ended January 
31,1976 increased 2% over the prior year, exceeding 
all previous sales records. Women’s, children's and 
men’s wearing apparel, accessories and footwear 
achieved appreciable increases. The weakness in the 
demand for furniture and appliances experienced in 
1974 continued in 1975. 

Cost of goods sold, as a percentage of sales, 
decreased, resulting in an increase in gross profit 
of approximately 1% as compared to the prior fiscal 
year. This increase in gross profit was due to a 
moderation in the upward inflationary pressures, 
coupled with the Company’s greater emphasis on 
fashion wearing apparel, which traditionally carry a 
higher gross margin of profit. 

Selling, general and administrative expenses 
were well controlled and in 1975 were 0.5% lower to 
sales than in 1974. The provision for doubtful 
accounts was substantially increased to amply 
provide for possible losses. This charge, however, 
was offset by an increase in finance charge income 
earned on extended-revolving accounts which began 
in 1975, and from greater average receivable 
balances outstanding during the year. 

Interest expense decreased, reflecting not only 
a significant decrease in the prime interest rate, but 
also a reduction in the Company’s short term bank 
borrowing used to finance customer receivables. 


Fiscal Year Ended January 25,1975 

Net sales for the 52-week fiscal year ended January 
25,1975 were level to the net sales for the previous 
fiscal year. Although merchandising and promotional 
sales efforts were increased and intensified, the 
demand for furniture and major appliances which 
constitutes an important portion of the entire sales 
volume, slumped. 

The related cost of sales increased slightly, 
cutting gross profit by approximately 0.5% as 
compared to the prior fiscal year. This reduction in 
gross profit occurred primarily as a result of 
inflationary cost pressures and the lag in increases 
in selling prices. 

The increase in selling, general and 
administrative expenses, although under pressure 
by the inflationary trend during the year, were 
controlled and remained proportionate to sales. 

Under our usual conservative accounting 
policies, we have substantially increased our pro¬ 
vision for doubtful accounts to provide for the rising 
unemployment and inflationary pressures that may 
cause a slow-up in payments by customers. But for 
this factor, normal operating expenses in relation to 
sales would have been lower than that of the previous 
year, reflecting the effectiveness of the Company’s 
extensive cost control program. 

In the year 1974, the prime rate for borrowed 
funds was the highest experienced by the Company 
in its 60-year history. Interest expense in 1974 
increased $1,361,000 and is directly related to bank 
borrowing to finance customer receivables. 


Net sales. 

Cost of sales and selling, general and 
administrative expenses. 

Interest and debt expense. 

Provision (benefit) for taxes on income 

Total. 

Net income. 

Average number of shares outstanding 
Per share of common stock: 

Net income. 

Cash dividends declared. 

FINANCIAL HIGHLIGHTS: 

Networking capital. 

Long-term debt. 

Shareholders’ investment. 

Book value per common share. 

Total assets. 
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TEN-YEAR SUMMARY OF OPERATIONS AND FINANCIAL HIGHLIGHTS 

(Amounts in thousands except share data) 




1975 1 

1974 

1973 

1972 

1971 

1970 

1969 1 

1968 

1967 

1966 

$ 

269,723 

264,432 

264,674 

246,794 

229,323 

207,277 

215,119 

208,723 

184,925 

170,067 

$ 

263,129 

259,475 

257,744 

239,525 

222,430 

203,265 

208,088 

200,689 

178,390 

163,947 

$ 

3,829 

4,938 

3,577 

2,757 

2,694 

3,237 

2,279 

1,821 

1,076 

714 

$ 

1,070 

(217) 

1,518 

1,879 

1,627 

148 

2,115 

2,938 

2,283 

2,455 

$ 

268,028 

264,196 

262,839 

244,161 

226,751 

206,650 

212,482 

205,448 

181,749 

167,116 

$ 

1,695 

236 

1,835 

2,633 

2,572 

627 

2,637 

3,275 

3,176 

2,951 


3,042,538 

3,042,538 

3,042,538 

3,042,538 

3,042,538 

3,042.538 

3,039,183 

3,033,144 

3,025,430 

2,980,001 


$ 

.56 

.08 

.60 

.87 

.85 

.21 

.87 

1.08 

1.05 

.99 

$ 

.27 

.36 

.36 

.36 

.36 

.27 

.435 

.30 

.30 

.1875 

$ 

32,074 

32,138 

33,912 

29,985 

30,566 

27,416 

29,384 

33,708 

27,825 

28,028 

$ 

17,842 

19,229 

20,420 

16,601 

17,772 

15,702 

17,330 

17,899 

12,394 

8,350 

$ 

44,283 

43,409 

44,268 

43,528 

41,991 

40,514 

40,708 

39,280 

36,915 

34,601 

$ 

14.55 

14.27 

14.55 

14.31 

13.80 

13.32 

13.38 

12.95 

12.17 

11.46 

$ 

124,461 

137,214 

133,188 

127,127 

118,945 

116,776 

115,369 

98,801 

93,786 

74,174 


SUMMARY OF QUARTERLY RESULTS AND MARKET PRICE DATA-1975 and 1974 


(Amounts in thousands except per share data) 


1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 

Total 



1975 

1974 

1975 

1974 

1975 

1974 

1975 1 

1974 

1975 1 

1974 

Net Sales. 

$51,490 

53,784 

65,714 

61,467 

57,409 

57,773 

95,110 

91,408 

269,723 

264,432 

Provision (benefit) for taxes on income .... 

$ 

(416) 

(443) 

631 

460 

(364) 

(831) 

1,219 

597 

1,070 

(217) 

Net Income (loss). 

$ 

(323) 

(369) 

734 

590 

(274) 

(746) 

1,558 

761 

1,695 

236 

Net Income per share (loss). 

$ 

(.11) 

( .12) 

.24 

.19 

(.09) 

( .25) 

.52 

.26 

.56 

.08 

Cash Dividend declared per share 

Market Price Per Share 2 : 

$ 

.09 

.09 

.06 

.09 

.06 

.09 

.06 

.09 

.27 

.36 

High. 

$ 

4.12 

6.00 

3.88 

4.88 

3.88 

4.25 

4.00 

3.88 

4.12 

6.00 

Low. 

$ 

3.37 

5.00 

3.37 

4.00 

3.37 

3.25 

3.00 

2.63 

3.00 

2.63 


(1) Fifty-three week fiscal year (14 weeks in the 4th quarter). All other fiscal years are fifty-two week periods. 

(2) The Company's shares are traded on the American and Midwest Stock Exchanges. 

Note: 

All years have been adjusted to reflect the stock splits approved by shareholders May 5, 1969 and Dec. 21, 1966. 
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PROFILE OF GOLDBLATT'S 


Goldblatt Bros., Inc. operates stores concerned 
with the retail consumer: 38 retail department 
stores, 5 Furniture-Showroom Home Centers, 

2 Furniture Outlets and a Home Improvement 
Store. 

Its full line department stores offer a broad 
and diverse assortment of fashion coordinated 
women’s, men’s and children’s apparel and 
home furnishings, with emphasis on 
nationally-known brands. It offers a wide range 
of services including credit, delivery and other 
customer services. 


Its Furniture-Showroom Home Centers are 
conceived and designed for customer con¬ 
venience and to help remove the uncertainties 
that so often hamper people when they shop 
for their home. Furniture is arranged in room 
settings and vignettes for instant visual impact. 

Among its stores, the Company operates 7 
stores in Indiana under the name of "Wasson’s." 

Goldblatt’s strives to capture the ever¬ 
growing desire of customers for fashion wearing 
apparel. Women’s fashions receive the closest 
attention at all levels. The Company has 
increased its emphasis on Junior fashions, 
a rapidly expanding area of customer interest. 
Selling space has been expanded and new 
display presentations have been installed to 
heighten the fashion atmosphere. In addition, 
the Company is cultivating a broader fashion 
boutique approach in all stores. 


Since its beginning 61 years ago, Goldblatt’s 
has been an essential part of the communities 
in which it operates. Our growth is deeply 
rooted in the people we serve. We intend to 
continue to serve our communities well, and 
continue meeting our responsibility not only to 
the consumer, but in civic and philanthropic 
endeavors as well. For over 25 years Goldblatt’s 
and its executives have been untiring in their 
efforts and devotion to the eradication of 
cancer and heart diseases. Its team of em¬ 
ployees voluntarily raise funds for cancer 
research, without fanfare and publicity, and 
have continued to do so for many years. Gifts 
to leading universities and cancer research 
hospitals by employee groups alone have 
exceeded $2,000,000. 
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GOLDBLATT BROS., INC 
AND SUBSIDIARIES 


Consolidated Statements of Income 

for the fiscal years ended January 31,1976 and January 25,1975 

Fiscal Year 


1975 

1974 


(53 Weeks) 

(52 Weeks) 

NET SALES (excluding leased department sales). 

$269,722,766 

$264,431,805 

LESS: 

Cost of goods sold (including reductions of $629,000 in 1975 as compared 
with $1,231,000 in 1974 resulting from LIFO inventory liquidations— 

Note 8) and expenses exclusive of items listed below (Note 3). 

$189,433,431 

$187,282,417 

Salaries, wages and employee benefits. 

60,011,190 

58,664,081 

Contribution to the Savings and Profit Sharing Plan. 

306,142 

— 

Depreciation and amortization. 

2,272,943 

2,241,485 

Rental expense (Note 7). 

4,835,233 

4,620,780 

Taxes, other than income taxes. 

6,269,812 

6,665,798 

Interest and debt expense. 

3,828,954 

4,937,920 


$266,957,705 

$264,412,481 

INCOME BEFORE FEDERAL AND STATE INCOME TAXES. 

$ 2,765,061 

$ 19,324 

FEDERAL AND STATE INCOME TAX (PROVISION) BENEFIT (Note 5). 

(1,070,000) 

217,000 

NET INCOME (Note 8). 

$ 1,695,061 

$ 236,324 

NET INCOME PER COMMON SHARE. 

$.56 

$.08 

Consolidated Statements of Retained Earnings 

for the fiscal years ended January 31,1976 and January 25,1975 

Fiscal Year 


1975 

1974 


(53 Weeks) 

(52 Weeks) 

BALANCE BEGINNING OF YEAR. 

$ 35,715,232 

$ 36,574,221 

ADD—Net income. 

1,695,061 

236,324 

LESS—Cash dividends (Annual dividends per share of $.27 in 1975 
and $.36 in 1974, paid quarterly). 

(821,485) 

(1,095,313) 

BALANCE END OF YEAR (Note 1). 

$ 36,588,808 

$ 35,715,232 

The accompanying summary of significant accounting policies and notes to 
consolidated financial statements are an integral part of these statements. 
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GOLDBLATT BROS., INC. 
AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS—JANUARY 31,1976 AND JANUARY 25, 1975 


ASSETS 

January 31, 
1976 _ 

CURRENT ASSETS: 

Cash. $ 6,000,740 

Receivables, less reserves of $3,389,000 in 1975 and $2,856,000 in 

1974 for doubtful accounts. 48,324,057 

Refundable income taxes. — 

Merchandise inventories (Note 8). 34,690,764 

Prepaid expenses. 1,148 ,425 

Total current assets. $ 90,163,986 


CASH SURRENDER VALUE OF LIFE INSURANCE (face amount $820,849) 

(Notes 1 & 2) AND OTHER INVESTMENTS. $ 954,008 


LAND, BUILDINGS AND FIXTURES: 

Land. $ 7,079,621 

Buildings. 22,837,516 

Furniture, fixtures and leasehold improvements. 31,868,761 

$ 61,785,898 


Less—Accumulated allowances for depreciation and amortization 
(including excess of tangible assets over purchase price of 


companies acquired). 28,442,709 

Net land, buildings and fixtures. $ 33,343,189 

$124,461,183 


January 25, 
1975 


$ 3,940,731 

60,322,848 

1,086,513 

36,260,037 

1,220,429 

$102,830,558 


$ 828,277 


$ 7,204,621 

22,491,286 
30,689,128 

$ 60,385,035 


26,829,864 
$ 33,555,171 
$137,214,006 


The accompanying summary of significant accounting policies and notes to 
consolidated financial statements are an integral part of these statements. 








































LIABILITIES AND SHAREHOLDERS’ INVESTMENT 


January 31, 
1976 

CURRENT LIABILITIES: 

Notes payable to banks (Note 6). $ 18,000,000 

Accounts payable, principally trade. 18,492,767 

Accrued liabilities. 12,835,426 

Income taxes— 

Current. 1,729,327 

Deferred (principally applicable to accounts receivable). 5,646,463 

Current maturities of long-term debt. 1,386,098 

Total current liabilities. $ 58,090,081 


DEFERRED INCOME TAXES (arising from accelerated depreciation) 

AND DEFERRED INVESTMENT TAX CREDIT. $ 4,245,976 


LONG-TERM DEBT, less current maturities (Note 1) 


$ 17,842,468 


SHAREHOLDERS’ INVESTMENT (Note 4): 

Common shares, par value $2.00 per share; authorized 5,000,000 
shares; issued 3,054,538 shares, less 12,000 shares held in 


treasury at no cost; outstanding 3,042,538 shares. $ 6,109,076 

Paid-in capital (no change). 1,584,774 

Retained earnings (Note 1). 36,58 8,808 

Total shareholders’investment. $ 44,282,658 


$124,461,183 


January 25, 
1975 


$ 31,000,000 
18,031,124 
13,747,392 

743,315 
5,979,000 
1,191,454 
$ 70,692,285 


$ 3,884,073 


$ 19,228,566 


$ 6,109,076 

1,584,774 
35,715,232 

$ 43,409,082 
$137,214,006 









































GOLDBLATT BROS., INC 
AND SUBSIDIARIES 


Consolidated Statements of Changes in Financial Position 





for the fiscal years ended January 31,1976 and January 25,1975 


Fiscal Year 



1975 


1974 

SOURCES OF FUNDS: 


(53 weeks) 

(52 weeks) 

Funds provided by operations— 





Net income. 

$ 

1,695,061 

$ 

236,324 

Depreciation and amortization. 


2,272,943 


2,241,485 

Deferred income taxes arising from accelerated depreciation. 


368,931 


336,000 

Deferred investment tax credit on property additions, net of amortization 


(7,028) 


11,018 


$ 

4,329,907 

$ 

2,824,827 

DISPOSITIONS OF FUNDS: 





Maturities of long-term debt. 

$ 

1,386,098 

$ 

1,191,454 

Cash dividends to shareholders. 


821,485 


1,095,313 

Additions to land, buildings and fixtures. 


2,060,961 


2,304,754 

Miscellaneous, net. 


125,731 


6,995 


$ 

4,394,275 

$ 

4,598,516 

DECREASE IN WORKING CAPITAL. 

$ 

(64,368) 

$ 

(1,773,689) 

INCREASE (DECREASE) IN CURRENT ASSETS: 





Cash. 

$ 

2,060,009 

$ 

190,893 

Receivables, net. 


(11.998,791) 


9,746,787 

Refundable income taxes. 


(1,086,513) 


1,086,513 

Merchandise inventories. 


(1,569,273) 


(6,994,969) 

Prepaid expenses. 


(72,004) 


(72,988) 


$(12,666,572) 

$ 

3,956,236 

(INCREASE) DECREASE IN CURRENT LIABILITIES: 





Notes payable to banks. 

$ 

13,000,000 

$ 

(4,600,000) 

Accounts payable. 


(461,643) 


(431,541) 

Accrued liabilities. 


911,966 


(749,393) 

Income taxes. 


(653,475) 


61,677 

Current maturities of long-term debt. 


(194,644) 


(10,668) 


$ 

12,602,204 

$ 

(5,729,925) 

DECREASE IN WORKING CAPITAL. 

$ 

(64,368) 

$ 

(1,773,689) 

The accompanying summary of significant accounting policies and notes to 
consolidated financial statements are an integral part of these statements. 
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AUDITORS 

REPORT 


SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 



To the Shareholders and 
Board of Directors of 
Goldblatt Bros., Inc.: 

We have examined the consolidated balance 
sheets of GOLDBLATT BROS., INC. (an Illinois 
corporation) AND SUBSIDIARIES as of January 31, 
1976, and January 25, 1975, and the related 
consolidated statements of income, retained 
earnings and changes in financial position for the 
fiscal years then ended. Our examination was made 
in accordance with generally accepted auditing 
standards, and accordingly included such tests of 
the accounting records and such other auditing 
procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated 
financial statements present fairly the financial 
position of Goldblatt Bros., Inc. and Subsidiaries as 
of January 31, 1976, and January 25, 1975, and the 
results of their operations and changes in their 
financial position for the fiscal years then ended, in 
conformity with generally accepted accounting 
principles consistently applied during the periods. 

Chicago, Illinois, 

April 8, 1976. 


(A) Principles of Consolidation—The consolidated 
financial statements include the accounts of the 
Company and its wholly owned subsidiaries. All 
intercompany transactions have been eliminated. 

(B) Merchandise Inventories—Retail store 
inventories are valued by use of the retail inventory 
method which involves pricing of individual items at 
current selling prices and the reduction of the 
amounts so determined to the lower of cost or market 
by the application of departmental markup ratios. 

A portion (67% at January 31, 1976, and 69% at 
January 25, 1975) of inventories has been reduced 
from the lower of cost or market on a FIFO (first in, 
first out) basis to convert to a LIFO (last in, first out) 
cost basis for financial reporting purposes. All other 
inventories are stated at the lower of FIFO (first in, 
first out) cost or market. 

(C) Land, Buildings and Fixtures—Property is 
valued at cost. Expenditures for renewals and 
betterments are capitalized while costs of 
maintenance and repairs are charged against income 
when incurred. Depreciation on buildings and 
fixtures is provided on the straight-line method at 
rates considered adequate to amortize the cost of 
the property over its estimated useful life. Leasehold 
improvements are amortized over the life of the 
related lease or estimated useful life of the asset, 
whichever is shorter. Furniture and fixtures are 
retired by elimination from the accounts of the 
applicable cost and accumulated depreciation at the 
end of the estimated useful life. Upon retirement or 
disposition of other major units of property the 
applicable cost and accumulated depreciation are 
removed from the accounts and any resulting gains 
or losses are included in income. 


(D) Income Taxes—Income taxes are provided by 
the Company based on income reported for financial 
statement purposes. Deferred income taxes arise 
principally from income on accounts receivable which 
is deferred for tax purposes and from the use of 
accelerated depreciation for tax purposes. 
Refundable income taxes in 1974 arose from the 
carryback to prior years of 1974 operating losses. 
Investment tax credits applicable to purchases 

of fixtures and equipment are amortized into income 
over the estimated useful lives of the related assets. 

(E) H. P Wasson & Co., Inc.—The net tangible 
assets of H. R Wasson & Co., Inc. purchased in 1967, 
exceeded the purchase price by approximately 
$3,000,000. The excess is being amortized to income 
over a ten-year period. 

(F) Earnings Per Share—Earnings per common 
share are computed based on the average number of 
shares outstanding during the year. 

(G) Finance Charges—Finance charges on 
customer accounts receivable, $8,696,000 in 1975 
and $6,854,000 in 1974, are computed based on 
monthly receivable balances and are recognized 
when billed as a reduction of cost of goods sold and 
expenses in the consolidated statements of income. 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


(1) Long-term debt, less current maturities, 


consists of the following: 

January 31, 
1976 

January 25, 
1975 

5% and 6% notes payable to insurance 
companies, secured by cash surrender value 
of life insurance. . 

$ 501,951 

$ 501,951 

6%% to 8 %% mortgage notes, due in monthly 
installments of $42,500 (which includes interest).. 

4,353,517 

4,516,615 

7 %% promissory notes, due in annual installments 
of $838,000 through September 1,1985, and a 
final payment of $830,000 due September 1,1986. 

8,372,000 

9,210,000 

8%% promissory notes, due in annual installments 
of $385,000 through May 1, 1987, and a final 
payment of $380,000 due May 1, 1988. 

4,615,000 

5,000,000 


$17,842,468 

$19,228,566 


Under the most restrictive provisions of the long-term debt agreements, the 
Company, among other things, may not pay dividends or reacquire its capital 
stock in excess of $2,000,000 plus 75% of net income (as defined) subsequent 
to January 27, 1973; accordingly, at January 31, 1976, approximately 
$1,090,000 is available for the payment of dividends. In addition, working 
capital must always be at least equal to the greater of $20,000,000 or 150% 
of long-term debt. At January 31,1976, the Company was restricted from 
entering into any new obligations for the payment of additional fixed rentals, 
subject to the approval of the lenders. 

(2) The Company has agreed with an officer that, upon his demise, it will, upon 
request, lend to the estate of such officer an amount not to exceed the face 
value ($520,849) of the life insurance policies owned by the Company on the 
life of such officer. This loan, if made, would be evidenced by a ten-year 
noninterest-bearing note secured by common shares of the Company or 
other marketable securities. 

(3) For the fiscal years ended January 31,1976 and January 25, 1975, cost of 
goods sold, buying and occupancy expenses were $191,020,366 and 
$189,903,032, respectively; and selling, general and administrative expenses 
were $72,766,067 and $70,159,911, respectively. 

(4) In May, 1969, the shareholders of the Company authorized an issue of 
500,000 preferred shares, without par value, issuable in series. 


(5) The Federal and State income tax provision (benefit) consists of the following: 


Federal income taxes— _- 

Currently payable (refundable). $1,026,000 $ (926,500) 

1974 tax benefit, utilized in 1975. 1,302,200 (1,302,200) 

Deferred income taxes applicable to— 

Excess of tax over book depreciation. 337,400 345,200 

Deferred gross profit on installment sales (1,745,200) 1,630,800 

Other. 70,600 50,000 

State income taxes. 79,000 (14,300 ) 

Income tax provision (benefit). $1,070,000 $ (217,000) 


The Company’s effective income tax rate differs from the expected statutory 
rate of 48% as follows: 



1975 

1974 

Expected Federal income taxes at statutory rate 

of 48%. 

Amortization of excess of net tangible assets 

$1,327,000 

$ 9,000 

over the purchase price of H. R Wasson 
& Co., Inc. 

(147,000) 

(147,000) 

Amortization of investment tax credit. 

State income taxes, net of Federal income 

(130,000) 

(60,000) 

tax benefits. 

38,000 

(7,000) 

Other. 

(18,000) 

(12,000) 

Income tax provision (benefit). 

$1,070,000 

$ (217,000) 


In fiscal 1975, the amortization of investment tax credit ($130,000) was 
credited to the provision for income taxes. In fiscal 1974, the amortization of 
investment tax credit ($126,000) was credited to cost of goods sold and 
expenses resulting in a $60,000 reduction in the expected income tax 
provision based on pre-tax income. 

(6) The Company obtains short-term funds under lines of credit extended by 
various banks. At January 31,1976, the Company had available from these 
banks short-term lines of credit totaling $39,000,000. All borrowings under 
the Company’s lines of credit are made at the various banks’ prime rates 
except for the first $14,000,000 of the $26,000,000 line of credit at the 
Company’s principal bank which is at a rate 1% above the prime rate. The 
Company’s principal line of credit is available through May 31,1976 and the 
Company is expected to maintain average compensating balances at the bank 
of 15% of said line of credit commitment plus 5% of all loans outstanding 
thereunder. Under the Company’s remaining lines of credit the required 
compensating balances are 10% of the said line of credit commitments plus 
10% of all loans outstanding thereunder. Compensating balances are deter¬ 
mined based on the average monthly collected balances per the banks’ 
records. Such compensating balances are not legally restricted as to with¬ 
drawal. At January 31,1976, the Company had borrowings outstanding under 
the above described lines of credit of $18,000,000 with an average interest 
rate of 7.1%. 
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During fiscal 1975 and 1974, the Company’s maximum short-term borrowings, 
the approximate average short-term borrowings, and the approximate 
weighted average interest rates (averages based on fiscal period-end 
balances) were: 


1975 1974 

Maximum short-term borrowings. $31,000,000 $33,000,000 

Average short-term borrowings outstanding. $27,100,000 $30,300,000 

Weighted average interest rate 

on short-term borrowings outstanding. 8 -5% _ 11.0% 


(7) The Company leases certain equipment and operating properties (primarily 
retail stores and warehouse facilites), a minor portion of which have been 
subleased. Some of the leases contain contingent rental provisions primarily 
based upon retail sales. Various renewal options are contained in many 
leases. Certain of these leases are noncapitalized financing leases as defined 
by the requirements of the Securities and Exchange Commission. Generally, 
a noncapitalized financing lease is one which either covers 75% or more of 
the economic life of the property or has terms which assure the lessor a full 
recovery of the fair market value of the property at the inception of the lease 
plus a reasonable return on the use of the leased assets. 

Rental expense on all leases for fiscal 1975 and 1974 was as follows: 

1975 _ 1974 

Noncapitalized financing leases: 

Minimum rentals, net of minor sublease income $3,366,247 $3,334,413 


Contingent rentals. 817,600 759,722 

$4,183,847 $4,094,135 

Other leases, net of minor sublease income. 651,386 526,645 

Rental expense. $4,835,233 $4,620,780 


Minimum rental commitments at January 31, 1976, under all noncancelable 
leases with an initial or remaining term of more than one year (substantially 
all of which are noncapitalized financing leases), excluding unexercised 



option periods, net of minor sublease income, were as follows for the 
periods indicated: 


Fiscal Year 
Ending jn 

1977 

1978 

1979 

1980 

1981 

1982-1986 

1987-1991 

1992-1996 


A moun t 

$3,540,000 

3,452,000 

3,430,000 

3,284,000 

3,192,000 

13,581,000 

8,875,000 

4,060,000 

9,470,000 

$52,884,000 


Thereafter 

Total Commitments 


The present value of the future minimum rentals of all noncapitalized 
financing leases was approximately $27,181,000 at January 31,1976, and 
$28,360,000 at January 25,1975, net of minor amounts relating to present 
subleases. These amounts reflect the discounting of future minimum rentals 
at the estimated interest rates implicit in the individual leases; such rates 
ranged from 1.5% to 11.0% with a weighted average rate of 4.9% in fiscal 1975 
and 4.8% in fiscal 1974. If all of the noncapitalized financing leases were 
capitalized, the lease rights amortized on a straight line basis, and interest 
accrued on the basis of the outstanding lease liability, net income would 
have been reduced by approximately $71,000 in fiscal 1975 and $104,000 
in fiscal 1974. 

(8) If the FIFO (first in, first out) method of inventory accounting had been used 
by the Company, merchandise inventories would have been $9,145,000 and 
$8,454,000 higher than reported at January 31, 1976, and January 25,1975, 
respectively. During 1975 and 1974, the Company reduced certain inventory 
quantities. This resulted in a liquidation of applicable LIFO inventory 
quantities carried at lower costs prevailing in prior years. The effect of this 
was to reduce cost of sales by $629,000 and $1,231,000 in 1975 and 1974, 
respectively, and, accordingly, increase net income by approximately 
$291,000 ($.10 per share) in 1975 and $640,000 ($.21 per share ) in 1974. 
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Joliet. Illinois 
Rockford, Illinois 
Springfield, Illinois 
Waukegan, Illinois 
Gary, Indiana 
Hammond, Indiana 
Mishawaka, Indiana 
Benton Harbor, Michigan 
Racine, Wisconsin 


OO 


GOLDBLATT BROS., INC 
46 STORES SERVING MID-AMERICA 

Goldblatt s Stores 
In Chicago 

State-Van Buren 
Belmont-Central 
Broadway-Lawrence 
Chicago-Ashland 
Lake Meadows (35th & King Dr.) 

Lincoln-Belmont 
Madison-Pulaski 
Milwaukee-Kimball 
Scottsdale (79th & Cicero) 

26th & Christiana 


47th & Ashland 
91st & Commercial 

FURNITURE OUTLETS 
63rd & Halsted 
Grand & Central Park 

In Chicago Suburbs 

Addison, Illinois 
Elmwood Park, Illinois 
Hillside, Illinois 
Markham, Illinois 
Mt. Prospect, Illinois 
Niles, Illinois 
Park Forest, Illinois 

Elsewhere in Illinois, Indiana, 
Michigan, Wisconsin 

Champaign, Illinois 
Danville, Illinois 
Decatur, Illinois 


Wasson s Stores 
In Indianapolis, Indiana 

Monument Circle 
Eastgate Shopping Center 
Eagledale Shopping Center 
Meadows Shopping Center 
Elsewhere in Indiana 
Anderson, Indiana 
Bloomington, Indiana 
Kokomo, Indiana 

Furniture Showroom 
Home Centers 

Chicago, Illinois 
Decatur, Illinois 
Downers Grove, Illinois 
Rockford, Illinois 
Mishawaka, Indiana 

Home Improvement 
Do-lt Yourself Stores 

Downers Grove, Illinois 
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